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The Year at a Glance 



Year Ended February 28 


1971 

1970 

Net Sales 

$43,879,831 

$40,178,683 

Net Earnings Before Federal Income Taxes 



and Extraordinary Charge 

1,922,311 

1,896,687 

Provision For Federal Income Taxes 

877,000 

889,800 

Net Earnings Before Extraordinary Charge 

1,045,311 

1,006,887 

Extraordinary Charge Net of Federal 



Income Taxes 

—0— 

288,3 57W 

Net Earnings 

1,045,311 

718,530 

Earnings Per Share Before Extraordinary 



Charge 

.81 

.76 

Extraordinary Charge—Per Share 

-0- 

.22 

Earnings Per Share 

.81 

.54 

Shareholders' Equity 

12,851,583 

12,081,769 

Shareholders' Equity Per Share 

9.92 

9.05 

Cash Flow 

3,048,906 

2,980,435 

Cash Flow Per Share 

$ 2.35 

$ 2.23 

Common and Common Equivalent Shares 



Outstanding^ 

1,295,083 

1,335,690 


(A) Arising from the reduced value of a leasehold. 

(B) Calculated in accordance with Opinion #15 Accounting Principles Board 






















To Our Shareholders: 




Robert S. Reitman 
President 


Louis B. Golden 
Chairman and Chief 
Executive Officer 


A review of the year just ended confirms 
that American Automatic Vending 
Corporation's basic philosophy of having a 
well-balanced service mix is a sound one. 

The year provided your Company with 
ample opportunity to demonstrate that it 
can continue to grow and to produce 
substantial profits despite a slowing 
economy and rising costs. Sales were up 9 
per cent to $43,879,831 and net income 
increased 4 per cent to $1,045,311 or 81 
cents a share in a period when our industry 
and business in general suffered earnings 
declines. 

We met the challenges of the year—those 
of rising prices for the merchandise we 
buy, spiraling labor costs and increasing 
overhead—with increased sales and 
stringent cost control programs. We believe 
that largely as the result of these programs 
we are in a good position to produce 
increasing profits. 

A Balanced Organization 

Careful planning over a long period, 
particularly as related to acquisitions, has 
given us the diversified yet balanced product 
and service mix which we believe is 
necessary for continued growth in vending 
and food service, wholesaling and other 
service industries in which we are active. 

Through the years we have earned the 
reputation as one of the leading vending 
service firms in the industry. Serving the 
public through more than 20,000 vending 
machines at more than 8,000 industrial, 
institutional and public locations is a huge 
task and one which calls for a sound 
understanding of the needs of the consumers 
who make millions of purchases from our 
equipment each year. 

The successful operation of a major 
vending service company requires 
experience and financial strength. Our 






balance sheet shows that we have the 
financial strength for expansion in this 
competitive industry and our income 
statement demonstrates that we are able 
to do so profitably. 

Important Changes 

There are important changes taking place 
within the industry and we have continued 
to move to meet the changing business 
climate with the internal developments 
needed to retain our profitable position. We 
have moved from a company basically 
involved in vending—with a substantial 
majority of our business coming from 
cigarette vending—to a diversified company 
which has successfully combined feeding, 
entertainment and wholesaling with 
vending and thus opened new profit 
opportunities. 

In the past year we have seen the 
industrial feeding business change from one 
demanding extensive manually operated 
cafeterias towards one best served by the 
fast and convenient automatic vending 
cafeteria. In our negotiations with many 
large industrial clients, we have proven the 
merits of the automatic cafeteria and have 
successfully converted customer subsidized 
or marginally profitable manual cafeterias 
to vending service which is more in line with 
traditional profit objectives. 

Careful maintenance and repair of 
equipment, and tight control of food quality 
and portion control are important factors 
in the profitable operation of an automatic 
cafeteria. 

Therefore, in planning our new 210,000 
square foot service complex and corporate 
headquarters, to which we moved in the 
latter half of fiscal 1970, we made provisions 
for adequate space for both equipment 
service and food preparation. Our new 
building has a 40,000 square foot machine 


and equipment repair shop and a 30,000 
square foot commissary. These facilities are 
capable of meeting the current demand of 
our automatic food service business and 
sufficient to meet the additional demands 
expected in the future. 

Changing consumer buying habits have 
had positive effects on our operations. The 
vending industry struggled for a number 
of years to make the transition from the 10 
cent to the 15 cent candy and beverage 
item and the consumer is now accepting 
these. 

Five Year Goal 

Our objective over the next five years 
is to seek additional profits through new 
sources of volume and to increase the 
percentage of total sales which are derived 
from non-tobacco related services. 

These plans continued to merit our 
attention in the year just ended but the task 
of operating our business profitably in a 
year of tight money and a slowing economy 
necessitated a careful approach to any new 
venture. 

We are well established in the areas we 
serve in five states and have investigated 
numerous new business opportunities in 
these geographic locations. 

Vending and Food Services 

Our experience in our own market areas 
has been a significant factor in the expansion 
of each of our services. 

AAV's primary business is vending and 
food service. Some of our customers have 
many banks of vending machines at their 
locations and we have demonstrated that 
we can meet the needs of any size location 
in terms of equipment and service. In 
locations which have our manual food 
service, we generally maintain a broad line 
of vending equipment which augments 
the manual feeding operations. 






Through our routemen, supervisors, sales 
representatives and executives we keep 
close contact with all customers, from the 
one machine stop to the full service cafeteria 
in a busy school or industrial plant. 
Maintaining the goodwill of our customers 
by providing prompt service, excellent 
products and attractive, reliable equipment 
is a never ending job at AAV. 

Because of the wide variety of services we 
are now offering, we are able to provide a 
potential customer with the opportunity of 
inspecting an existing operation which 
might be similar to his service needs. We 
have found that the satisfied location owner 
is one of our best salesmen and a tour of 
AAV facilities is often an important part of 
our total sales effort. 

An area of food service which has recently 
provided increased opportunities for the 
qualified food contractor is that of school 
feeding. We are carefully examining the 
potential in this market and anticipate that 
it could be beneficial to our future growth. 

Related Activities 

While vending and food service remains 
our major business, we have fitted 
into our corporate structure a number of 
related businesses which have increased our 
over-all profit potential through greater 
utilization of management skills. 

Wholesaling of candy, tobacco products, 
proprietary drugs and similar merchandise 
has gained in volume in the past five years 
and last year demonstrated fine growth. 

Our Cleveland-based Ace Tobacco 
Company made good progress in fiscal 1971 
as it took advantage of the modern facilities 
in its new 40,000 square foot warehousing 
center at our Cleveland service complex. The 
new center includes a custom-designed 
conveyor and material handling system 
and this has dramatically increased 


over-all wholesaling capacity without a 
corresponding increase in labor or overhead 
costs. 

Hospital Specialty Company combines 
our knowledge of the vending equipment 
and service business with mass purchasing 
and distribution techniques. Hospital 
Specialty is one of the largest packagers in 
the nation of sanitary napkins for sale 
through vending machines. We are the 
exclusive distributor in the United States of 
Tampax packaged for sale through vending 
machines and share an exclusive agreement 
for the national distribution of Kotex 
products for vending machine sale. We also 
package and distribute nationally GARDS®, 
our own line of sanitary napkins. There 
are hundreds of thousands of sanitary 
napkin vending machines throughout 
the country. 

In addition to packaging and distributing 
the feminine hygiene products. Hospital 
Specialty assembles and sells the necessary 
vending equipment through which these 
products are sold. 

During fiscal 1971, Hospital Specialty 
opened a new regional distribution center 
located in New Jersey to serve customers 
in that state and New York. The company 
also has regional warehouses in Chicago, 
Los Angeles, Boston and Cleveland, and 
plans call for the opening of an additional 
facility later this year. 

Hospital Specialty, which services many 
national accounts such as airlines, 
department stores and hotels and motels, 
has customers in nearly every state. 

Swifty Food Company, based at our 
Cleveland service complex, produces a line 
of sandwiches which are sold to a wide 
variety of locations serving the public and to 
schools and other institutions. This is an 
additional facet of our food preparation 











































































































service and one which augments our own 
food service business by further utilizing 
facilities and personnel. 

American Nursing Home Consulting 
Company provides dietetic and mass food 
purchasing services to nursing homes. 
Again, both of these activities require the 
specialized knowledge which AAV has 
acquired through its involvement in the food 
service and wholesaling business. 

American Coffee Service Company is 
another related service. It is designed to 
provide small offices and business 
establishments with readily available fresh 
brewed coffee made by the pot. The 
locations are generally those which, due to a 
number of reasons, are more suited to 
individual, one pot coffee service rather than 
the coffee vending machine. 

To Sum Up 

American Automatic Vending 
Corporation is an organization of diverse 
yet related businesses providing services 
to thousands of locations. Millions of men, 
women and children use our vending 
equipment each year and millions of others 
benefit from our related services. 

Our growth in the past has been keyed to 
service and this continues to be our most 
important business. 

We are carrying this concept of service 
into numerous other areas in which 
management believes its experience and 
total corporate capabilities will produce 
successful operations. For instance, after 
thorough examination of the pest control 
business we have organized a company 
offering this service in Columbus, Ohio. 
Many of our present vending customers are 
potential users of this new service, and we 
feel this business can be operated profitably 
in all of our existing marketing areas. 


AAV's major activity then continues to 
be in generally related businesses in which 
we are already familiar with the basic 
elements of service. The strength of AAV as 
a leading vending and food service company 
opens many new opportunities. By changing 
to meet the demands of the consumer, and 
of our customers, we are strengthening our 
role as a service company—and by moving 
into those businesses which are well suited 
to our experience and profit plans, we 
believe we will demonstrate continuing 
growth. 

Our profits increased in the year despite 
the lagging economy and employment and 
the much higher expenses involved in the 
operation of our new service complex. As 
AAV continues to grow, expansion will 
help to absorb more of these added expenses 
and enable the Company to produce even 
more profit as a result of the new efficiencies 
it provides. This trend, coupled with the 
growth we expect in the future, can have a 
favorable impact on profits, particularly 
as the national economy expands. 

Since service is our business, our success 
is based on people and we believe that AAV 
has a fine team of service engineers. We 
are grateful for the outstanding effort 
shown by so many of these dedicated people 
and wish to take this opportunity to 
recognize their combined achievements. 
Sincerely, 



Louis B. Golden 

Chairman and Chief 
Executive Officer 






RobernS. Reitman 
President 





























































































































































































Ten Year Financial Summary 

Y ears Ended February 28/29 (A) 



1971 

1970 

1969 

Current Assets . 

$ 7,267,967 

$ 7,607,790 

$ 7,358,548 

Current Liabilities . 

3,474,311 

4,265,798 

3,280,041 

Working Capital. 

$ 3,793,656 

$ 3,341,992 

$ 4,078,507 

Fixed Assets—Net. 

10,370,347 

10,730,089 

9,366,059 

Other Assets. 

9,073,448 

8,785,001 

7,311,768 

Total . 

$23,237,451 

$22,857,082 

$20,756,334 

Long-Term Debt & Deferred Credits. 

10,385,868 

10,775,313 

9,344,506 

Shareholders' Equity . 

$12,851,583 

$12,081,769 

$11,411,828 

Shareholders' Equity Per Share . 

$ 9.92 

$ 9.05 

$ 8.78 

Average Number of Shares Outstanding. 

1,295,083 

1,335,690 

1,300,075 

Sales . 

$43,879,831 

$40,178,683 

37,674,701 

Earnings Before Federal Income Taxes and Extraordinary Charge . 

$ 1,922,311 

$ 1,896,687 

$ 2,039,174 

Provision for Federal Income Taxes. 

877,000 

889,800 

871,200 

Net Earnings. 

$ 1,045,311 

$ 1,006,887 (B) 

$ 1,167,974 

Net Earnings Per Share . 

1H 

CO 

$ .76(B) 

$ .90 

Cash Flow. 

$ 3,048,906 

$ 2,980,435 

$ 2,815,564 

Cash Flow Per Share. 

$ 2.35 

$ 2.23 

$ 2.17 


(A) Figures for years ended February 28/29, 1962 to 1966 inclusive have been revised to reflect a change in the method of 
accounting for cost of locations purchased. The year ended February 29, 1968 has been revised to reflect the retroactive 
application of the federal income tax surcharge. 

(B) Before an extraordinary non-recurring charge. 


Net Sales 

Y ears Ended February 28/29 



62 63 64 65 66 67 68 69 70 71 





















































































1968 

1967 

1966 

1965 

1964 

1963 

1962 

$ 6 , 910,936 

$ 6 , 604,946 

$ 4 , 168,430 

$ 3 , 463,014 

$ 3 , 728,739 

$ 2 , 855,157 

$ 2 , 110,445 

3 , 665,417 

4 , 123,095 

3 , 383,189 

2 , 096,186 

2 , 116,615 

2 , 052,226 

1 , 542,644 

$ 3 , 245,519 

$ 2 , 481,851 

$ 785,241 

$ 1 , 366,828 

$ 1 , 612,124 

$ 802,931 

$ 567,801 

5 , 862,813 

4 , 564,829 

3 , 737,568 

3 , 193,689 

2 , 998,864 

2 , 776,211 

2 , 530,203 

6 , 783,179 

6 , 353,457 

5 , 968,039 

5 , 553,021 

5 , 381,254 

4 , 997,204 

4 , 002,187 

$ 15 , 891,511 

$ 13 , 400,137 

$ 10 , 490,848 

$ 10 , 113,538 

$ 9 , 992,242 

$ 8 , 576,346 

$ 7 , 100,191 

6 , 336,670 

4 , 541,704 

2 , 600,013 

2 , 977,650 

3 , 432,257 

2 , 697,228 

1 , 851,398 

$ 9 , 554,841 

$ 8 , 858,433 

$ 7 , 890,835 

$ 7 , 135,888 

$ 6 , 559,985 

$ 5 , 879,118 

$ 5 , 248,793 

$ 7.95 

$ 7.34 

$ 6.46 

$ 5.71 

$ 5.15 

$ 4.61 

$ 4.12 

1 , 203,837 

1 , 216,03 6 

1 , 233,921 

1 , 266,689 

1 , 274,149 

1 , 274,149 

1 , 274,149 

$ 31 , 557,864 

$ 27 , 940,115 

$ 25 , 548,899 

$ 24 , 221,365 

$ 22 , 456,155 

$ 20 , 016,876 

$ 14 , 357,776 

$ 1 , 814,255 

$ 1 , 962,334 

$ 1 , 600,410 

$ 1 , 304,003 

$ 1 , 220,147 

$ 1 , 209,946 

$ 835,150 

729,130 

838,000 

658,500 

555,080 

522,954 

593,485 

405,017 

$ 1 , 085,125 

$ 1 , 124,334 

$ 941,910 

$ 748,923 

$ 697,193 

$ 616,461 

$ 430,133 

$ .90 

$ .92 

$ .76 

$ .59 

$ .55 

00 

$ .34 

$ 2 , 349,985 

$ 2 , 252,701 

$ 1 , 976,990 

$ 1 , 822,787 

$ 1 , 554,545 

$ 1 , 395,174 

$ 941,815 

$ 1.95 

$ 1.85 

$ 1.60 

$ 1.44 

$ 1.22 

$ 1.09 

$ .74 


Net Earnings 

Y ears Ended February 28/29 

1.5 Millions of Dollars 


Cash Flow 

Years Ended February 28/29 

4 Millions of Dollars 






















































































































































































Consolidated Balance Sheets 

American Automatic Vending Corporation and Subsidiaries 


Assets Feb. 28, 1971 

Current Assets 

Cash . $ 1,360,926 

Fund held by trustee set aside for lease obligations .. -0- 

Short-term notes . -0- 

Trade receivables. 670,525 

Other advances and receivables . 208,014 

Merchandise inventory—lower of cost or market . 2,749,352 

Advances on customer commissions . 1,637,775 

Prepaid expenses . 641,375 

Total Current Assets. 7,267,967 


Other Assets 


719,862 


Property and Equipment—on the basis of cost (Note B) 


Land, buildings and leasehold improvements. 4,038,390 

Vending equipment . 11,947,804 

Other equipment . 2,593,345 

Funds held by trustee set aside for construction. 17,342 

18,596,881 

Less accumulated depreciation and amortization. 8,226,534 


10,370,347 


Intangibles (Note C) 


8,353,586 

$26,711,762 


See Notes to Financial Statements 


Feb. 28, 1970 

$ 1 , 441,369 
16,281 
299,688 
728,338 
134,435 
2 , 474,452 
1 , 675,849 
837,378 
7 , 607,790 


451,451 


3 , 972,239 
11 , 868,275 
1 , 926,115 
56,412 
17 , 823,041 

7 , 092,952 

10 , 730,089 


8 , 333,550 

$ 27 , 122,880 









































Liabilities and Shareholders' Equity Feb. 28,1971 

Current Liabilities 

Current portion of long-term notes payable. $ 698,100 

Short-term notes payable. 160,492 

Trade accounts payable. 1,263,177 

Other payables and accrued expenses. 1,134,268 

Federal income taxes. 218,274 

Total Current Liabilities. 3,474,311 

Long-term Debt (Note D) 

Notes payable to banks. 2,754,356 

Notes payable to others. 3,711,098 

Lease obligations . 3,550,000 

10,015,454 

Less current portion shown above. 698,100 

9,317,354 

Deferred Federal Income Taxes (Note E). 851,825 

Reserve for Loss on Lease Commitment (Note F). 216,689 


Commitments and Contingencies (Note G) 

Shareholders' Equity (Note H) 

Serial preferred shares without par value 

Authorized 200,000, no shares issued. -0- 

Common shares, no par value: 

Authorized 3,000,000, issued 1,372,449 . 686,225 

Additional paid-in capital. 4,238,427 

Retained earnings. 8,561,409 

13,486,061 

Less cost of 83,187 common shares held in 

treasury (80,687 at February 28, 1970). 634,478 

12,851,583 


$26,711,762 


Feb. 28, 1970 

$ 826,500 

430,229 
1,401,650 
1,202,836 
404,583 
4,265,798 

3,308,885 
3,765,561 
3,600,000 
10,674,446 
826,500 
9,847,946 
694,823 
232,544 


-O- 

686,225 

4,238,427 

7,773,950 

12,698,602 

616,833 

12,081,769 

$27,122,880 

















































Consolidated Statements of Earnings and Retained Earnings 

American Automatic Vending Corporation and Subsidiaries 


Earnings 

Revenues 

Sales . 

Other income. 

Cost and Expenses 

Cost of merchandise sold. 

Selling, administrative and other operating expenses 
Depreciation and amortization. 

Earnings From Operations. 

Other Deductions—Net 

Interest expense. 

Miscellaneous, net .. 

Earnings Before Federal Income Taxes 

and Extraordinary Charge. 

Federal Income Taxes (Note E). 

Net Earnings Before Extraordinary Charge . , 
Provision for Loss on Leasehold, Net of $266,175 

Estimated Income Tax Benefits (Note F). 

Net Earnings. 

Average Number of Shares Outstanding (Note J) ... 
Earnings Per Common and Common Equivalent Share: 

Net earnings before extraordinary charge. 

Extraordinary charge. 

Net Earnings. 

Retained Earnings 

Balance at Beginning of Year. 

Net Earnings. 

Cash Dividends $.20 Per Share. 

Balance at End of Year. 


For Year Ended 

Feb. 28, 1971 Feb. 28, 1970 


$43,879,831 

$40,178,683 

241,674 

229,211 

44,121,505 

40,407,894 

26,682,577 

24,647,642 

13,106,763 

11,734,360 

1,779,567 

1,632,722 

41,568,907 

38,014,724 

2,552,598 

2,393,170 

715,350 

534,866 

(85,063) 

(38,383) 

630,287 

496,483 

1,922,311 

1,896,687 

877,000 

889,800 

1,045,311 

1,006,887 

-0- 

288,357 

$ 1,045,311 

$ 718,530 

1,295,083 

1,335,690 

$ .81 

$ .76 

-0- 

.22 

1H 

CO 

** 

In 

$ 7,773,950 

$ 7,315,102 

1,045,311 

718,530 

8,819,261 

8,033,632 

257,852 

259,682 

$ 8,561,409 

$ 7,773,950 


See Notes to Financial Statements 

































































Consolidated Statements of Changes in Financial Position 

American Automatic Vending Corporation and Subsidiaries 

For Year Ended 

Feb. 28 

Funds provided from: 

Net earnings. 

Charges to earnings not requiring the 
expenditure of funds: 

Depreciation and amortization. 

Net loss on disposal of fixed assets. 

Mortgage loan expense. 

Increase in deferred Federal income tax. 

Extraordinary item: 

Provision for loss on leasehold (Note F). 

Less deferred tax benefit of above. 

Total provided from operations. 

Issuance of treasury shares for net assets of 

companies acquired . 

Increase in long-term debt. 

Proceeds of common shares sold under Stock option plan. 

Total funds provided. 

Funds applied to: 

Cash dividends. 

Purchase of treasury shares. 

Purchase of fixed assets—net . 

Reduction in long-term debt. 

Cost of locations, goodwill and other 

intangibles purchased. 

Rent and other expenses under lease 

commitment (Note F) . 

Other assets—net . 

Total funds applied. 


Add: 

Excess of proceeds over stated value of 10,634 
common shares sold under stock option plan 
Excess of market value over cost of 17,000 

treasury shares issued in purchases of companies 
Balance at End of Year. 


Feb. 28, 1971 

Feb. 28, 1970 

$ 1,045,311 

$ 718,530 

1,779,567 

1,632,722 

54,874 

85,778 

12,152 

8,927 

157,002 

187,572 

-0- 

554,532 

-0- 

(214,656) 

3,048,906 

2,973,405 

-0- 

257,000 

-0- 

1,010,691 

-0- 

53,170 

3,048,906 

4,294,266 

257,852 

259,682 

17,645 

99,077 

1,466,954 

3,189,862 

530,592 

—0— 

27,781 

1,286,928 

15,855 

-0- 

280,563 

195,232 

2,597,242 

5,030,781 

$ 451,664 

$ (736,515) 

Paid-in Capital 

subsidiaries 

For Year Ended 

Feb. 28, 1971 Feb. 28, 1970 

$ 4,238,427 

$ 4,056,178 

-O- 

47,853 

-0- 

134,396 

$ 4,238,427 

$ 4,238,427 


See Notes to Financial Statements 























































Notes to Financial Statements 

American Automatic Vending Corporation and Subsidiaries 
February 28, 1971 


Note A—Principles of Consolidation, Acquisitions 

All of the Company's subsidiaries are wholly-owned 
and their accounts are included in the consolidated 
financial statements. All material intercompany 
accounts and transactions have been eliminated. During 
the year the Company acquired the net assets of 
several companies and the results of operations of these 
companies are included in the earnings statement 
from their respective dates of acquisition. 

Note B—Property and Equipment 

The Company currently provides for depreciation 
and amortization over the estimated useful lives 
of the respective assets using annual rates as follows: 

Buildings.35 to 45 years 

Vending equipment—purchased new. 8 years 

Vending equipment—purchased used . .4 to 6 years 

Office and other equipment . 10 years 

Automotive equipment .4 years 

Depreciation is provided generally under the 
straight-line method for financial statement purposes 
whereas for federal income tax purposes the Company 
depreciates a substantial portion of its property and 
equipment under accelerated methods. Reference is 
made to Note E for information regarding the effect on 
income taxes payable as a result of this policy. 

In March, 1968, the Company entered into an 
agreement with the City of Solon, Ohio to lease from 
the City new plant facilities financed with the proceeds 
from an issue of Solon, Ohio Industrial Revenue 
Bonds. The lease is for a period of twenty-nine years 
with the Company obligated to purchase the property 
for a nominal amount at termination of the lease. 

The lease was recorded as a purchase of property to be 
depreciated over its estimated useful life. 

Note C—Intangibles 

The amount shown for intangible assets consists 
of the following: 

Goodwill—Vending companies 


purchased .$7,141,952 

Goodwill—Non-vending . 1,191,301 

Other . 20,333 

$8,353,586 


Goodwill acquired prior to November 1 , 1970, is 
not being amortized since there has been no diminution 
in value. Goodwill acquired subsequent to October 
31, 1970, in the amount of $6,681 is being amortized 
over a period of forty years in accordance with Opinion 
17 of the Accounting Principles Board of the American 
Institute of Certified Public Accountants. Amortization 
during the year ended February 28, 1971, was 
not material. 

Note D—Long-Term Debt 

On August 25, 1970, the Company extended the 
repayment schedule on $2,050,000 of its long-term 


notes payable to the bank. In connection therewith the 
interest rate was changed from 1 % above the prime 
bank rate with a 6 V 2 % ceiling on $850,000 of the 
notes to V 2 % above the prime rate on the 
entire amount. 

A description of the long-term debt follows: 

February 28 
1971 1970 

(a) A 6 % note to a bank payable in 
monthly installments of $41,000 
through January 15, 1971, 

$50,000 from February 15, 1971 
through December 15, 1971, 
with the balance of $46,000 due 
January 15,1972. The note is 
partly secured by life insur¬ 
ance policies with a cash sur¬ 
render value of $128,062 which 

is included in other assets. $ 546,000 $ 1,047,000 

(b) Notes payable to a bank in 
quarterly installments of 
$ 10,000 through February 28, 

1972, $75,000 from May 31, 

1972, through November 30, 

1976, and a final payment of 
$555,000 due February 28, 

1977, with interest at Vi% 
above the prime bank rate in 
effect from time to time. The 
current rate of interest on these 
notes is 5 3 A%. 

(c) A 6 V 2 % note to an institutional 
investor payable in annual in¬ 
stallments of $320,000 begin¬ 
ning June 1 , 1972, with a final 
payment of $300,000 due 
June 1,1982. This note was 
issued with warrants to pur¬ 
chase 100,000 common shares 
at $7 per share. 

(d) Mortgage notes payable in var¬ 
ious installments including in¬ 
terest from 6 V 4 % to 7 1 /4% 
per annum. 

(e) A 5V2% note payable in quar¬ 
terly installments of $12,500 
through March 1 , 1972. 

(f) Rental payments under long¬ 
term lease obligation. Rental 
payments are set at amounts 
sufficient to meet the semi¬ 
annual interest and principal 
requirements as they become 
due of Industrial Revenue 
Bonds issued by the City of 
Solon, Ohio. Such require¬ 
ments will vary between 
$270,000 and $280,000 per year 
during the years ending Feb¬ 
ruary 28, 1972, through 1997. 

Interests rates vary from 5V4% 
to 6 7 /s % depending on the term 
of the bonds. Principal amount. 

Total long-term debt $10,015,454 $10,674,446 


2 , 020,000 2,060,000 


3,500,000 3,500,000 


349,454 367,446 

50,000 100,000 


3,550,000 3,600,000 























Note D—Long-Term Debt (continued) 

The aggregate maturities of the long-term debt for 
the five years subsequent to February 28, 1971, 
are as follows: 

Due During the Year 

Ending February 28/29 Amount 


1972 

$698,100 

1973 

713,700 

1974 

708,100 

1975 

715,100 

1976 

717,200 


The debt agreements contain restrictions on the 
Company with respect to maintenance of working 
capital, payment of cash dividends and use of cash for 
purchase or redemption of common shares. The 
Company is in compliance with these restrictions. At 
February 28, 1971, retained earnings totaling 
$2,637,050 were free of such restrictions. 

Note E—Deferred Federal Income Taxes 

The Company uses for federal income tax purposes 
only, accelerated methods of depreciation for the 
majority of fixed assets purchased since March 1 , 1965. 
Taxes currently due for the year ended February 28, 
1971, have been reduced by $157,002 as a result of 
this policy. This amount has been deferred and will be 
payable when book depreciation on these items 
exceeds tax depreciation. 

Note F—Loss on Leasehold 

In February, 1970, the Company vacated the leased 
property which formerly housed its corporate 
headquarters and its Cleveland, Ohio vending, 
commissary and wholesale operations. 

It is the Company's intention to sublease the property 
for the balance of the lease period. On the basis of 
an independent appraisal made in July, 1968, the 
Company had expected to sublease this property for an 
amount substantially equal to the Company's cost. 
Changing conditions in the area in which the property 
is located subsequently caused management to 
conclude that they would not be able to sublease this 
property without loss. 

Accordingly the unamortized costs of the leasehold 
improvements were written off resulting in a loss of 
$55,813 net of federal income taxes and a reserve 
was established in the amount of $232,544 representing 
the difference between the lease cost and the estimated 
income to be recovered from the sublease for the 
balance of the lease period net of federal income taxes. 
$15,855 was charged to the reserve during the year 
ended February 28, 1971. 

Note G—Commitments and Contingencies 

In connection with its purchase of a business partly 
for common shares in June, 1969, the Company 
agreed to pay the seller additional shares if the average 


closing price of the Company's shares during a 
specified period in mid 1971 does not equal at least $20 
per share. Under the adjustment formula the Company 
may be required to issue up to 5,000 additional 
common shares. 

In addition to the lease described in Note F, the 
Company occupies premises under long-term leases at 
a gg re g a * e rentals of $42,218 per year through January, 
1973; $35,018 from February, 1973 through 
December, 1978; and $9,818 thereafter through 
October, 1983. 

Note H—Stock Options 

Under the Company's qualified stock option plan 
71,700 common shares are reserved for issuance to key 
employees at not less than market value on the dates 
options are granted. Options are exercisable after 
two years from date of grant to the extent of one-third 
of the shares in each of the next three years and 
expire five years from date of grant. 

During the year options for 4,200 shares were 
granted and options for 1,100 shares were cancelled. 
No options were exercised. In addition, options for 
22,800 shares were granted to holders of outstanding 
options at a current market below that of certain 
of their prior options. The new options cannot be 
exercised until the higher priced options expire and are 
automatically cancelled upon exercise of such 
options. In determining currently outstanding options 
and in calculating primary earnings per share it is 
assumed that only the new options are outstanding 
although under certain circumstances an employee may 
wish to exercise all or a portion of his prior option 
thereby forfeiting an equal portion of the new option. 

Options for 27,000 shares at prices ranging from 
$5.50 to $9.25 per share were outstanding at 
February 28, 1971. 

Note I—Pension Plans 

American Automatic Vending Corporation and one 
of its subsidiaries have non-contributory pension 
plans for eligible employees. The Company's policy is 
to fund pension costs accrued. This year's cost was 
approximately $37,500, which includes amortization 
of actuarially determined past service cost, where 
required, over a ten-year period. The unfunded past 
service liability as of February 28, 1971, was $34,891. 

Note J—Earnings Per Share 

Earnings per common and common equivalent share 
have been computed based on the average number 
of common shares outstanding after assuming the 
exercise of stock options and warrants with the proceeds 
used to purchase common shares of the Company 
and the issuance of contingently issuable shares. 











Accountants' Opinion 


The Board of Directors and Shareholders 
American Automatic Vending Corporation: 

We have examined the consolidated balance sheet of 
American Automatic Vending Corporation and 
Subsidiaries at February 28, 1971, and the related 
consolidated statements of earnings, retained earnings, 
additional paid-in capital and changes in financial 
position for the year then ended. Our examination was 
made in accordance with generally accepted auditing 
standards, and accordingly included such tests of the 
accounting records and such other auditing procedures 
as we considered necessary in the circumstances. We 
previously examined and reported upon the consolidated 
financial statements of the Company and its subsidiaries 
for the year ended February 28, 1970. 


In our opinion, the accompanying financial statements 
present fairly the consolidated financial position of 
American Automatic Vending Corporation and 
Subsidiaries at February 28,1971, and the consolidated 
results of their operations and changes in financial 
position for the year then ended in conformity with 
generally accepted accounting principles applied on a 
basis consistent with that of the preceding year. 

Cleveland, Ohio 
April 23, 1971 
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Principal Subsidiaries 

Ohio 

Cleveland 

Ace Tobacco Company 
American Coffee Service Company 
American Nursing Home Consulting 
Company 

American Product Development 
Company 

American Vending Sales Company 
Emslee Products Company 
Hospital Specialty Company 
Industrial Vending Company 
Swifty Food Company 

Cincinnati 

American Coffee Service Company 
of Cincinnati 

Stern Amusement Company 
Stern Music Company 
Stern Vending Company 


Columbus 

Ace Vending Company 
American Coffee Service Company 
of Columbus 

AAV Pest Control Company 
Dayton 

Rapid Service Company 
Hamilton 

Butler County Vending Company 
Toledo 

American Coffee Service Company 
of Toledo 

Star Vending Company 

Michigan 

Detroit 

Market Music Company 


Market Vending Company 
Robot Services Company 

Kentucky 

Louisville 

Southern Music Company 
Wagg Coffee Service 
Company 

Wagg Service Company 

Indiana 

Wagg Service Company 

Florida 

AAV-United Service 
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